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INTRODUCTION 


ON  September  4,  1934  Reich  Leader  and 
Chancellor  Hitler  proclaimed  to  the 
world  that  the  National  Socialist  revolution 
as  a  revolutionary  seizure  of  power  has  now 
made  way  for  a  process  of  evolution  which 
alone  can  change  conditions.  He  added: 
“There  will  not  be  another  German  revolu¬ 
tion  in  the  next  thousand  years,”  warning 
the  four  million  dissidents  who  voted  against 
him  in  the  plebiscite  on  August  19  that  Na¬ 
tional  Socialism  had  come  to  stay.  Herr 
Hitler  announced  that  his  government  was 
preparing  to  make  itself  entirely  indepen¬ 
dent  of  foreign  countries  through  develop¬ 
ment  of  synthetic  substitute  raw  materials. 
Despite  opposition  at  home  and  abroad,  “Na¬ 
tional  Socialism  .  .  .  will  not  capitulate  .  .  .  .” 

Events  during  the  past  few  months  have 
offered  an  object  lesson  to  opponents  of  the 
Nazi  regime  and  at  the  same  time  have 
changed  the  fundamental  basis  of  Hitler’s 
power.  The  purge  of  the  party  on  June  30 
and  the  shooting  of  General  von  Schleicher 
and  prominent  Catholic  leaders  removed  dan¬ 
gerous  individuals  who  might  have  threat¬ 
ened  the  regime  in  the  immediate  future. 
The  killing  of  Captain  Roehm,  Chief-of -Staff 
of  the  Storm  TToops,  as  well  as  other  prom¬ 
inent  Storm  Troop  leaders,  not  only  signifies 
that  advocates  of  a  small  professional  army 
have  triumphed  over  partisans  of  a  large 
“people’s  army,”  but  that  Hitler  has  appar¬ 
ently  thrown  in  his  lot  with  the  Reichswehr. 
The  latter,  after  von  Hindenburg’s  death  and 
Hitler’s  immediate  assumption  of  the  Presi¬ 
dency,  swore  absolute  obedience  to  the 
Fuehrer;  some  observers,  however,  declare 
that  this  oath  swore  Hitler  into  the  Reichs¬ 
wehr.  In  any  case,  after  fifteen  years  of 
managing  affairs  from  the  outside  while 
maintaining  the  appearance  of  complete 
aloofness,  the  Reichswehr  has  now  become 
directly  involved  in  domestic  politics. 

This  fact  may  be  of  prime  importance  dur¬ 
ing  the  coming  months.  Dissatisfaction  with 
the  Nazi  regime  appears  to  be  growing — in 
large  part  because  of  the  incompetence  and 
personal  extravagance  of  many  Nazi  officials, 
although  Hitler  himself  seems  exempt  from 


blame  on  this  score.  Complete  lack  of  the 
safety  valve  of  public  criticism  has  aggra¬ 
vated  unrest,  and  disillusionment  is  increas¬ 
ing  among  the  Nazi  masses  who  fervently  be¬ 
lieved  that  establishment  of  the  Third  Reich 
connoted  arrival  of  the  millenium.  Disap¬ 
pointment  apparently  has  not  yet  attained 
the  proportions  of  real  opposition,  and  Hit¬ 
ler  is  still  regarded  as  a  Messiah  by  most 
Germans.  The  growing  seriousness  of  the 
economic  situation,  however,  and  the  result¬ 
ing  hardships  which  are  bound  to  increase 
during  the  coming  winter  may  serve  to  crys¬ 
tallize  existing  dissatisfaction. 

Political  events  in  Germany  since  Hitler’s 
accession  to  power  have  tended  to  over¬ 
shadow  the  changes  introduced  by  the  Nazis 
in  the  economic  structure  of  the  Reich.  A  po¬ 
litical  totalitarian  state  has  already  been  set 
up,i  but  in  the  economic  sphere  National  So¬ 
cialism  has  proved  to  be  less  radical  in  prac¬ 
tice  than  in  theory — b.  fact  which  has  doubt¬ 
less  served  to  augnient  unrest.  Government 
interference  in  business  and  industry  has  in¬ 
creased,  but  the  capitalist  system  remains. 
Agriculture  is  strictly  controlled  by  the  gov¬ 
ernment,  but  the  large  estates  have  not  been 
divided.  “Slavery  to  interest”  has  not  been 
broken,  nor  have  department  stores  been 
abolished.  Trade  unions  have  been  wiped 
out  and  the  Nazi  principle  of  “leadership” 
and  emphasis  on  the  welfare  of  society  have 
been  introduced  into  relations  between  cap¬ 
ital  and  labor,  but  industrial  peace  depends 
almost  entirely  on  the  so-called  labor  trustees 
appointed  by  the  government. 

It  is  too  soon  to  judge  the  effects  of  these 
changes  in  the  economic  structure  of  the 
Reich,  which  are  reviewed  in  the  following 
report.  Nevertheless,  the  crisis  brought 
about  by  Germany’s  falling  exports,  which 
has  endangered  the  entire  Nazi  economic 
program,  has  focussed  attention  both  in  the 
Reich  and  abroad  on  the  measures  which 
have  been  taken  to  apply  National  Socialism 
in  the  economic  sphere. 

1.  Ct.  Mildred  S.  Wertheimer,  "Political  Structure  of  the 
Third  Reich,”  Foreiffn  Policv  Reports,  June  20,  1934. 
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NAZI  ECONOMIC  THEORY 


Before  Hitler’s  accession  to  power  on 
January  30,  1933,  Nazi  propaganda  con¬ 
sisted  chiefly  of  attacks  on  the  “Weimar 
system,”  and  pledges  to  tear  up  the  Treaty 
of  Versailles  and  restore  Germany  to  its 
rightful  place  as  a  great  power.  The  Ger¬ 
man  people  were  promised  work  and  bread 
— ^there  was  to  be  a  complete  “New  Deal”  in 
foreign  and  domestic  affairs,  both  politically 
and  economically. 

The  official  party  program  was  vague  on 
economic  matters,  and  Nazi  speakers  and 
writers  made  far-reaching  and  often  contra¬ 
dictory  promises  during  the  years  of  agita¬ 
tion  preceding  the  National  Revolution.  The 
obscurity  of  Nazi  economic  policy  may  be 
explained  partly  by  the  fact  that,  according 
to  Hitlerite  ideology  and  practice,  politics' 
and  political  tactics  are  of  paramount  im¬ 
portance,  while  economic  policy  is  second- 
ary.ia  The  Nazis  declared  that  their  economic 
theory  constituted  the  direct  antithesis  of 
economic  liberalism.  In  the  political  sphere 
they  were  unalterably  opposed  to  liberal 
democracy;  in  the  economic  field  they  fa¬ 
vored  broad  state  interference  in  business, 
but  maintained  that  private  initiative  must 
not  be  hampered.  Private  property  was  up¬ 
held,  with  the  limitation  that  it  must  serve 
the  entire  community.  The  conception  that 
welfare  of  the  individual  must  be  subordi¬ 
nated  to  the  good  of  society  formed  the  crux 
of  Nazi  “socialism,”  which  was  also  defined 
as  the  “socialism  of  the  trenches.”  The  Nazi 
principle  of  leadership,  on  which  the  politi¬ 
cal  and  economic  structure  of  the  Third 
Reich  is  based,  was  a  direct  corollary  of  this 
“front  rank  socialism.”  “Socialism,”  accord¬ 
ing  to  the  Nazis,  must  be  the  symbol  of  a 
people  united  under  a  supreme  leader  which, 
they  asserted,  is  at  variance  with  the  Marx¬ 
ist  idea  of  class  struggle  bitterly  opposed  by 
them.  The  Nazis  preached  that  capital  and 
labor  were  partners  working  together  for 
the  welfare  of  a  united  nation,  and  demand- 

la.  For  the  text  of  the  twenty-P.ve  points  of  the  off!, 
rial  party  prosram,  cf.  M.  S.  tVortheiiner,  “Forces  Under- 
lyinfr  the  Nazi  Revolution,”  Foreign  Policy  Reports,  July 
19,  1933.  A  Kood  English  analysis  of  Nazi  economic  principles 
is  contained  in  Calvin  Hoover.  Oermany  Enters  the  Third  Reich 
(New  York,  Macmillan,  1933),  p.  1S5  et  seg.  For  source  ma¬ 
terial  upon  which  the  following  summary  Is  based,  cf. :  Gottfried 
Peder,  Das  Programm  der  N.  R.  D.  A.  P.  und  seine  ^^eltan• 
schaulichen  Grnndgcdanken  (Munich.  Eher  Verlag,  1933),  Der. 
deutsche  Stoat  auf  Nationalcr  und  So;;ialcr  Orundlaye  (Munich, 
Eher  Verlasr,  1932),  TVirtschaftsfiihrwng  int  Drittcn  Reich  (Flerlin. 
Stalling  Verlagsbuchhandlung.  193>)  :  Adolf  Hitler,  Afein  Kampf 
(Munich,  Eher  Verlag,  1930)  ;  Gregor  Strasser.  Kampf  um 
Deutschland,  Reden  und  Aufsdt^ye  eines  Xationalsozialisten 
(Munich,  Eher  Verlag,  1932)  ;  Hermann  Reischle,  Reichshauem- 
fiihrer  Darrc,  der  Kdmpfer  uni  Pint  und  Roden  (Berlin.  Zelt- 
geschlchte  Verlag,  1933)  ;  R.  W.  Darr6.  Im  Kampf  um  die  Seele 
des  deutschen  Rauem  (Berlin,  Steegemann  Verlag.  1934)  ;  Joseph 
Goebbels.  Vorn  Kaiserhof  zur  Reichskanzlei  (Munich,  Eher  Ver¬ 
lag,  1934)  ;  Otto  Dietrich.  Mit  Hitler  tn  die  Macht,  Personliche 
Erlclmisse  mit  mcinein  FUhrer  (Munich,  Rhcr  Verl.ag,  1934)  ; 
Hans  Reupke,  Der  Xationalsozialismus  und  die  Wirtschaft  (Ber¬ 
lin,  Otto  Eisner  Verlagsgesellschaft,  19311  ;  Kurt  Schmitt.  Die 
Wirtschaft  im  neuen  Reich  (Munich,  Callwey  Verlag,  1934) ; 
Hans  Buchner,  Orundriss  einer  -nationalsozialistischen  Volks- 
wirtsehaftstheorie  (Munich,  Eher  Verlag,  1930)  ;  A.  R.  Hermann 
and  A.  Ritsch,  Die  Wirtschaft  im  nationalsoziaiistischen  Weit- 
hild  (Leipzig,  Schaeffer  Verlag,  1934). 


ed  the  establishment  of  a  corporate  state, 
based  on  the  medieval  idea  of  guilds,  which 
would  regulate  national  economic  life  for  the 
benefit  of  all. 

PROPAGANDA 

While  National  Socialist  economic  theory 
was  thus  sweeping  and  comprehensive  in 
principle,  Nazi  propaganda  promised  all 
things  to  all  men  and  was  directed  primarily 
toward  winning  the  support  of  elements  in 
the  population  dissatisfied  with  the  Weimar 
Republic.  The  large  and  growing  body  of 
unemployed  workers  constituted  a  reservoir 
from  which  both  Communists  and  Nazis 
drew  support.  At  the  same  time  the  increas¬ 
ing  conservatism  of  the  upper  bourgeoisie, 
who  had  at  first  supported  the  attempted 
“social  settlement”  introduced  by  the  Wei¬ 
mar  constitution  in  relations  between  capi¬ 
tal  and  labor,  caused  many  captains  of  in¬ 
dustry  to  support  Hitler  in  order  to  break 
the  power  of  the  trade  unions.  A  further 
dissatisfied  element  which  rallied  to  the  Nazi 
banner  was  the  lower  middle  class  whose 
economic  security  and  social  position  was 
shaken  to  its  foundations  by  the  inflation  and 
constantly  threatened  by  the  increasing  de¬ 
velopment  of  heavy  industry.  The  lower 
bourgeoisie  was  won  over  by  Nazi  demands 
that  production  of  goods  should  aim  at 
supplying  the  necessities  of  life,  not  at  se¬ 
curing  the  highest  possible  profits  for  the 
individual;  by  Nazi  insistence  on  “breaking 
the  slavery  to  interest” ;  and  by  promises  to 
“war  against  international  finance  and  loan 
capital.”  Nazi  agitation  was  also  constantly 
directed  against  large  capitalist  undertak¬ 
ings,  particularly  department  stores.  The 
party  program  explicitly  promised  the  im¬ 
mediate  communalization  of  such  stores  and 
stated  that  they  must  be  rented  at  moderate 
prices  to  small  shopkeepers. 

Finally,  the  Nazis  made  the  most  of  the 
latent  conflict  between  agriculture  and  in¬ 
dustry,  between  city  and  country.  Under  the 
Republic  the  German  peasant  seemed  “the 
forgotten  man,”  and  the  large  landowners — 
the  predominant  ruling  class  in  Prussia  and 
the  Empire — had  never  become  reconciled  to 
the  Weimar  state  which  had  “not  penetrated 
into  the  German  East.”^  Owing  to  the  hos¬ 
tility  of  the  large  landowners,  republican 
governments  had  not  seriously  attempted  a 
thoroughgoing  and  much  needed  land  re¬ 
form.  The  Nazis’  promise  to  break  up  the 
large  estates  for  the  benefit  of  the  peasants 
was,  therefore,  an  effective  means  of  win¬ 
ning  the  support  of  that  class.  The  peasants 


2.  Cf.  S.  Neumann,  Die  Bedeutung  des  gesellschaftlichen  Auf- 
haus  fiir  die  Verfassungsstruktur  in  Deutschland  (reprinted 
from  the  Jahrhuch  fiir  politische  Forschung:  Berlin.  Junker  and 
DUnnhaupt,  1933). 
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Economic  Structure  op  the  Third  Reich 


were  idealized  by  the  Nazis  as  the  principal 
reservoir  of  German  strength  and  blood. 
They  proclaimed  their  belief  that  from  Blut 
and  Boden  (blood  and  soil)  would  come  the 
regeneration  and  salvation  of  the  German 
people. 

Promotion  of  the  interests  of  the  peasants, 
even  at  the  expense  of  the  industrial  inter¬ 
ests  of  the  Reich,  was  designed  to  achieve  a 
cardinal  principle  of  general  Nazi  economic 
doctrine :  the  establishment  of  German  econ¬ 
omy  on  a  national  basis.  While  apparently 
no  official  party  pronouncements  were  made 
in  favor  of  Autarkic  (national  self-sufficien¬ 
cy),  many  responsible  Nazi  leaders  strongly 
advocated  this  course,  and  it  seems  clear 
that  one  of  their  chief  aims  was  to  make 


Germany  independent  of  the  world  for  its 
food  supply.  The  Reich  was  thus  to  be  pre¬ 
pared  for  “any  eventuality,”  i.e.,  war. 

Thus  the  Nazis  profited  by  the  failure  of 
the  Weimar  Republic  to  remedy  the  difficul¬ 
ties  arising  from  the  complex  sociological 
structure  of  the  Reich.  Now,  however,  they 
are  faced  with  the  economic  and  sociological 
problems  which  beset  the  Empire  and  which 
weakened  the  Weimar  Republic  from  its  in¬ 
ception.  In  large  measure,  the  future  of  the 
Hitler  regime  depends  on  the  ability  to  solve 
these  problems — which  have  been  aggravated 
by  the  prolonged  world  depression  and  the 
uncertainties  caused  by  the  National  Revo¬ 
lution  itself,  as  well  as  by  Nazi  inexperience 
in  governing. 


NAZI  ECONOMIC  PRACTICE 


The  early  months  of  Hitler’s  rule  were  de¬ 
voted  almost  exclusively  to  consolidation  of 
political  power.  It  was  not  until  May  1, 
1933,  at  an  impressive  celebration  of  the 
Day  of  National  Labor  held  on  the  Tempel- 
hof  Field  in  Berlin,  that  the  Leader  made  his 
first  great  speech  to  the  workers.  In  this 
address  he  stressed  the  blessings  and  dignity 
of  manual  labor  and  proclaimed  the  Nazi 
economic  campaign.  His  program  was  to 
provide  agricultural  and  unemployment  re¬ 
lief  through  a  huge  public  works  program, 
and  promotion  of  private  industrial  initia¬ 
tive  by  relaxation  of  union  wage  scales  and 
revision  of  existing  cartel  commitments.* 
The  Nazi  attitude  toward  labor  was  ex¬ 
pressed  in  Hitler’s  statement  that  the  first  of 
May,  “symbol  of  the  class  struggle,  of  eter¬ 
nal  disputes  and  squabbles,  has  been  trans¬ 
formed  into  a  s:pnbol  of  exaltation,  a  symbol 
of  the  great  unification  of  our  people.” 

The  first  practical  step  toward  winning 
labor  to  National  Socialism  had  already  been 
taken  in  1931  with  the  creation  of  the  Na¬ 
tional  Socialist  Industrial  Cell  Organization, 
known  as  the  NSBO,**  which  established  in 
various  industries  “cells”  patterned  on  Com¬ 
munist  cells.  The  purpose  of  the  NSBO  was 
entirely  political,  since  the  existing  trade 
unions  were  the  only  bodies  empowered  to 
negotiate  wage  agreements  for  labor.  The 
Nazis  concentrated  mainly  on  “the  conquest 
of  the  German  workers  by  grappling  with 
Marxism  inside  the  factories.”*  On  the 
whole,  however,  they  were  not  particularly 
successful.  The  Nazis  accused  all  Socialists 
and  Communists  of  perfidy  and  treachery  to 
the  Fatherland,  and  blamed  them  for  Ger¬ 
many’s  loss  of  the  war  and  subsequent  hard- 

3.  Cf.  Der  Zeitapiegel,  May  7,  1933. 

4.  Xationatsozialistische  BPtriebszellen  Organifiation. 

5.  Gerhard  Starcke,  A'SBO  und  Deutfiche  Arhcitsfroiit  (Berlin, 
Reimar  Hobbing,  1934),  p.  12  et  aeq.  This  is  an  ofDcial  publica¬ 
tion. 


ships.  Nazi  attempts  to  differentiate  be¬ 
tween  “criminal  Marxists”  and  “workers  led 
astray  by  their  Jewish  leaders”  made  little 
impression  on  German  labor,  which  resented 
these  accusations,  and  Nazi  “socialism” 
seemed  to  offer  little  that  was  concrete  to 
workers  well-schooled  in  Social  Democratic 
and  Communist  ideology  and  dialectic. 
German  labor,  however,  was  discouraged  by 
the  weak  policy  of  its  leaders  during  the 
years  before  Hitler’s  accession  to  power,  and 
when  the  Hitler  government  took  direct  ac¬ 
tion  against  the  unions,  the  workers’  organ¬ 
izations  collapsed  like  a  house  of  cards. 

On  May  2,  1933  the  NSBO  seized  all  the 
headquarters  of  the  Free  (Socialist)  'Trade 
Unions  in  the  Reich,  imprisoned  their  lead¬ 
ers  as  well  as  the  directors  of  the  workers’ 
bank  and  the  trade  union  press,  and  confis¬ 
cated  their  funds.  The  NSBO  at  once  ap¬ 
propriated  temporarily  the  functions  of  the 
unions  and  Dr.  Ley,  whom  Hitler  had  previ¬ 
ously  appointed  head  of  an  “Action  Com¬ 
mittee  to  Protect  German  Labor,”  issued  a 
statement  explaining  that  “Marxism”  must 
be  eradicated  root  and  branch.  He  added, 
however,  that  the  Nazis  “do  not  wish  to  abol¬ 
ish  the  trade  unions  as  such  ....  We  will  not 
only  conserve  but  will  protect  and  extend 
the  rights  of  the  worker  so  that  he  may  be 
an  equal  and  respected  member  of  the  new 
National  Socialist  state.”*^  The  Christian 
(Catholic)  unions  were  taken  over  the  fol¬ 
lowing  day,  and  the  employees’  groups  were 
coordinated  on  May  4.  On  May  10  the  Ger¬ 
man  Labor  Front,  which  was  to  replace  the 
unions,  met  in  Berlin  and  launched  its  pro¬ 
gram  for  educating  the  masses  in  Nazi  prin¬ 
ciples  and  coordinating  the  German  eco¬ 
nomic  and  political  systems. 


6.  Cf.  Arbcitertum  BlHtter  fiir  Theorie  und  Praxis  der  nation- 
alsozialistischen  BetriebazeUen-Organisation,  Amtliehea  Organ 
des  A.D.O.B.  und  des  AFA.-Bundea,  May  16,  1933. 
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The  German  Labor  Front 

The  organization  of  the  Labor  Front  is 
modeled  on  that  of  the  National  Socialist 
party  itselfJ  Hitler  is  its  “protector,”  al¬ 
though  its  actual  leader  is  Dr.  Robert  Ley, 
who  is  also  Chief  of  Staff  of  the  party  po¬ 
litical  organization.®  The  thirteen  special 
groups  of  the  party,  dealing  with  personnel, 
organization,  finances,  press,  etc.,  function 
for  the  Labor  Front  as  well.  There  is  also 
a  directing  body  for  the  Labor  Front  which 
consists  of  the  leaders  of  its  various  com¬ 
ponent  groups:  the  NSBO,  the  Employees’ 
Association  (NSHAGO),  the  Reichsndhr- 
stand,^  the  Reich  Cultural  Chamber*®  and 
the  Association  of  National  Socialist  German 
Jurists.  In  addition  to  representatives 
of  the  foregoing  bodies,  the  district  chiefs 
(Gauleiter)  of  the  party  are  Labor  Front 
directors,  as  well  as  district  and  local  func¬ 
tionaries  of  the  Labor  Front  itself.  The 
leaders  of  Reich  business  and  of  the  princi¬ 
pal  industrial  and  commercial  groups  into 
which  German  business  has  been  divided  are 
also  included,  together  with  the  labor 
trustees.**  The  Labor  Front,  on  paper  at 
least,  thus  comprises  all  elements  in  the 
German  economic  st’^ucture  —  both  workers 
and  employers  —  and  at  the  same  time  ties 
in  closely  with  the  Nazi  political  structure 
through  the  National  Socialist  party.*^ 

Membership  in  the  Labor  Front  is  open  to 
individual  workers  of  Aryan  descent  and  to 
corporate  groups  such  as  the  Reichsndhr- 
staiid  and  Culture  Chamber,  while  the  middle 
class  is  specially  represented  through  the 
NSHAGO  (Nazi  trade  and  handicraft  organ¬ 
ization)  .*5  The  dues  of  individual  members  of 
the  Labor  Front  vary  according  to  salaries 
and  wages,  but  apparently  comprise  about 
li/i  per  cent  of  the  total  monthly  wage  of  an 
indfividual.*'* 


7.  The  Labor  Front  has  experienced  several  complete  re* 
organizations  since  its  foundation.  Its  form  apparently  is  still 
not  final  and  any  description  of  its  mechanism  must  therefore 
be  tentative.  The  same  limitations  apply  to  the  NSBO  which, 
with  the  Labor  FVont,  is  the  heir  of  the  trade  unions,  although 
the  NSBO  has  not  retained  the  principal  functions  of  the  latter 
bodies. 

8.  For  organization  of  the  National  Socialist  party,  of. 
Wertheimer,  "Political  Structure  of  the  Third  Reich,”  cited. 

9.  Cf.  p.  188. 

10.  Cf.  Wertheimer,  "Political  Structure  of  the  Third  Reich,” 
cited, 

11.  For  labor  trustees,  cf.  p.  186;  for  business  organizations, 
cf.  p.  187. 

12.  For  organization  and  aims  of  Labor  Front  and  NSBO, 
of.  Hermann  and  Ritsch,  Die  Wirtschaft  im  nationalsozialisti- 
schcn  Weltbild,  cited,  p.  63  et  seg. ;  Starcke,  XSBO  und  Deutsche 
Arhcitsjront,  cited,  passim;  P.  Blankenburg  and  >f.  Dreyer, 
NaticmalsoziaXistischen  Wirtschaftsaufbau  und  seine  Orundlagen 
(Berlin,  Zentralverlag,  1934),  p.  229  ;  J.  W.  F.  Thelwall.  Eco¬ 
nomic  Conditions  in  German]/  (Department  of  Overseas  Trade; 
London,  H.M.  Stationery  Office,  1934),  p.  75  et  seg. 

13.  y  at  tonal  sosialistische  Handels  und  Gcwcrbeorganisation, 
which  has  replaced  the  "Fighting  Organization  of  Middle  Class 
Trade  and  Handicraft  Workers” ;  the  latter  had  taken  a  leading 
part  in  advocating  abolition  of  department  stores  and  other  radi¬ 
cal  measures  designed  to  benefit  the  middle  class.  This  organi¬ 
zation  was  dissolved  by  the  Nazis  themselves  in  July  1933 — a 
sign  of  lessening  desire  to  change  the  social  structure. 

14.  Cf.  Frankfurter  Zeitung,  July  17,  1934;  The  Economist 
(London)  of  July  21,  1934  estimates  that  out  of  monthly  earn¬ 
ings  of  £9  gold,  an  individual  must  subscribe  7  per  cent.  If  is 
further  reported  that  there  is  no  public  accounting  given  of  the 
usee  made  of  these  funds  and  no  public  control  over  them. 


The  task  of  the  Labor  Front  is  to  educate 
the  German  masses  in  National  Socialism, 
and  especially  to  inculcate  community  con¬ 
sciousness  (Gedanken  der  Gemeinschaft) 
and  the  idea  of  service  to  the  state.  Special 
schools  are  being  established  to  train  lead¬ 
ers  and  educators  for  this  work.  The  Labor 
Front  intends  also  to  undertake  vocational 
training  and  has  already  taken  over  the  so- 
called  people’s  educational  institutions 
(VolksbUdimgsarbeit)  which  were  originally 
established  by  Liberals  and  Socialists  to  give 
young  workers  general  educational  oppor¬ 
tunities.*’  The  Labor  Front,  furthermore, 
has  set  up  a  community  organization, 
“Strength  through  Joy”  (Kraft  durch 
Frettde) ,  modeled  on  the  Italian  Dopolavoro, 
which  provides  recreation  and  study  oppor¬ 
tunities  for  Nazi  workers  in  their  free  time 
and  arranges  holiday  trips,  hikes  and  other 
expeditions.**^ 

In  contrast  to  the  Labor  Front,  which  is 
designed  to  be  a  social  and  educational  or¬ 
ganization,  the  NSBO*^  is  charged  with  car¬ 
rying  on  political  work  among  the  masses 
and  particularly  in  industry.  It  is  conceived 
as  forming  the  vanguard  of  National  Social¬ 
ist  workers,  although  its  functions  have  been 
limited  by  the  introduction  of  important 
changes  in  the  German  labor  laws.*® 

NAZI  LABOR  POLICY 

One  of  the  most  important  of  these  altera¬ 
tions  is  the  “new  social  constitution,”  formu¬ 
lated  in  a  law  of  January  20,  1934,  “regu¬ 
lating  national  labor.”*^  Under  this  law  the 
employer  is  designated  as  “leader  of  the 
plant,”  and  white  collar  employees  and 
laborers  are  his  “followers” — all  working 
together  “in  the  interests  of  the  factory  and 
for  the  common  good  of  people  and  state.” 
The  leader  (employer)  makes  all  decisions 
connected  with  the  plant  “as  far  as  they  are 
not  regulated  in  the  law.”  He  must  care 
for  the  well-being  of  his  “followers,”  who 
are  to  remain  faithful  to  him  in  the  “factory 
community.”  In  a  plant  employing  at  least 
twenty,  the  leader  has  a  council  (Vertrau- 
ensrat)  chosen  from  his  followers  to  advise 

15.  Cf.  Frankfurter  Zeitung,  Augrust  12,  1934. 

16.  Ibid.,  July  8.  1934,  special  supplement. 

17.  Cf.  p.  184. 

18.  It  Is  Impossible  to  determine  whether  membership  in  the 
Labor  Front  and  NSBO  is  compulsory  for  German  workers  and 
employees,  although  such  membership  is  undoubtedly  an  advan¬ 
tage.  if  not  a  necessity,  in  securing  employment.  Individuals 
who  belonged  to  the  NSBO  before  January  30.  1933  automatically 
became  memlx'rs  of  the  National  Socialist  party  thereafter,  and 
vice  versa.  Others  not  so  fortunate  must  apply  for  membership 
in  the  NSBO  and  apparently  undergo  investigation  before  ac¬ 
ceptance.  Cf  Hermann  and  Ritsch.  Die  Wirtschaft  im  national- 
sozialistischen  Weltbild,  cited,  p.  56  et  seg. 

19.  Text  of  law  in  Werner  Hoche.  Die  Gesetzgcbung  des 
Kabinetts  Hitler  (Berlin,  Verlag  von  Franz  Vahlen,  1933,  1934  ; 
hereafter  cited  as  Gesetzgebung),  VI,  p.  351  et  seg.;  Reichsge- 
setzblatt,  193i,  I,  p.  45  et  seg.  For  supplementary  decrees,  of. 
Hoche,  Gesetzgebung,  Vn,  p.  345,  353,  357,  358,  359,  366.  The 
law  went  into  effect  on  May  1,  1934. 
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him.2o  He  is  chairman  of  this  group,  which 
is  charged  with  “deepening  the  common 
sense  of  trust  within  the  factory  communi¬ 
ty,”  as  well  as  discussing  conditions  and 
regulation  of  work  in  the  plant. 

The  Labor  Trustees 

The  law  regulating  national  labor  defines 
the  scope  and  functions  of  labor  trustees 
{Treuhdnder  der  Arbeit),  appointed  by  the 
Reich  government  under  the  terms  of  a  pro¬ 
visional  measure  promulgated  on  May  19, 
1933.21  The  trustees  are  charged  with  the 
maintenance  of  social  peace,  and  their  power 
in  regulating  labor  questions  is  practically 
supreme.  They  are,  moreover,  political  of¬ 
ficials  who  must  follow  the  policy  and  di¬ 
rections  of  the  Reich  government.  Under 
the  new  labor  law  the  trustees  cooperate 
with  the  factory  councils  and  may  investi¬ 
gate  and  regulate  conditions  of  work.  They 
are  empowered  to  supervise  general  policy 
and  wage  regulation,  and  see  that  decisions 
are  carried  out.  In  cases  of  dismissal  of  a 
number  of  workers  from  a  plant,  the  em¬ 
ployer  must  inform  in  advance  the  trustee, 
who  has  discretion  to  control  dismissals.  The 
trustees  have  an  advisory  council  of  experts 
to  assist  them,  consisting  of  members  of 
factory  councils  recommended  by  the  Labor 
Front  and  a  few  individuals  chosen  by  the 
trustee. 

The  plant  leader  is  required  by  the  law  to 
formulate  the  rules  governing  his  factory, 
including  regulation  of  hours,  conditions 
under  which  dismissal  may  take  place  with¬ 
out  notice,  and  stipulations  concerning  mini¬ 
mum  wage  rates.  The  labor  trustee,  how¬ 
ever,  has  power  to  regulate  the  minimum 
wage  rates  if  he  and  his  advisers  are  con¬ 
vinced  that  the  rights  of  the  workers  have 
been  insufficiently  protected.  The  new  law 
also  contains  measures  designed  to  protect 
workers  against  dismissal  without  notice. 
Thus  a  person  employed  for  a  year  or  more 
in  a  plant  having  at  least  ten  employees  has 
the  right,  within  two  weeks  of  receipt  of  his 
dismissal  notice,  to  apply  to  a  labor  court 
for  revocation  of  his  dismissal.  Such  action, 
however,  is  permissible  only  if  “his  dismissal 

20.  Members  of  the  ailvlsory  council  must  beloni?  to  the 
Labor  Front.  The  factory  leader  and  the  head  of  the  N9BO 
proup  In  the  plant  prepare  a  list  of  possible  members  of  the 
council  which  the  followers  then  vote  on  by  secret  ballot.  If  It 
proves  Impossible  to  form  a  council  In  this  way,  the  labor 
trustee  Is  empowered  to  appoint  one.  It  Is  reported  that  council 
elections  held  In  the  spring  of  1924  resulted  In  an  almost  60 
per  cent  nntl-Nazl  vote,  so  that  th--  labor  trustees  have  been 
forced  to  appoint  many  councils.  Cf.  New  York  Times,  May  28, 
1934. 

21.  Hoche,  Gesetzgehuno,  cited,  11.  p.  349  ef  seq.  Supple¬ 
mentary  decrees  promulgated  on  June  13,  July  20.  1933.  Ibid., 
III.  p.  661  et  seq.  For  a  list  of  the  thirte  n  labor  trustees  and 
districts,  cf.  Frltzsche,  Au/bau  der  Wirtscha/C  im  Dritten  Reich, 
cited,  p.  145:  also  Volkischer  Reobachter,  July  18.  1934,  for  re¬ 
cent  changes  In  personnel.  The  personalities  and  previous  ex¬ 
perience  of  the  labor  trustees,  a  very  Important  factor  in  pre¬ 
serving  ‘‘.social  peace,”  vary  widely.  Some  are  former  l.abor 
leaders,  although  the  outstanding  example  of  this  type.  Engel 
In  the  Berlin  district,  has  been  replaced.  The  trustee  In  Pom¬ 
erania  is  a  retired  admiral,  and  others  are  former  government 
offlcials. 


appears  unjustly  harsh  and  if  it  is  not  moti¬ 
vated  by  the  condition  of  the  plant.”  In  case 
the  court  decides  in  favor  of  the  ousted 
worker,  his  employer  must  recompense  him 
but,  in  determining  the  amount,  considera¬ 
tion  is  to  be  given  “to  the  economic  condition 
of  the  dismissed  worker  and  also  to  the  com¬ 
mercial  situation  of  the  factory  in  question.” 

Special  Courts  to  Protect  Social  Honor 

Finally,  the  law  establishes  “honor  courts” 
(Ehrengerichte)  to  see  that  both  employers 
and  employees  live  up  to  their  social  re¬ 
sponsibilities,  which  are  defined  as  follows: 
“Every  member  of  a  factory  community  is 
responsible  for  conscientious  fulfillment  of 
the  duties  of  his  position  within  the  factory 
community  ....  In  particular,  conscious  of 
his  responsibility,  he  must  devote  his  entire 
strength  to  the  service  of  the  plant  and  must 
subordinate  himself  to  the  common  good.” 
Crass  violations  of  these  rules,  considered  as 
violations  of  social  honor,  include  malevolent 
abuse  by  the  plant  leader  or  any  other  ex¬ 
ecutive  (Aufsichtsperson)  of  his  position  of 
authority  to  exploit  the  workers  or  defame 
their  honor.  The  followers,  for  their  part, 
violate  the  social  honor  if  they  endanger  the 
peace  in  a  plant  by  malevolent  incitation,  or 
if  a  member  of  the  factory  council  “pre¬ 
sumes  to  obviously  inadmissible  interference 
in  the  works  management.”  Continual  un¬ 
founded  complaints  to  the  labor  trustee  are 
also  classified  as  infringements  of  the  code. 

Special  honor  courts — one  for  each  labor 
trustee’s  district — are  provided  by  the  law 
to  judge  and  punish  infractions  of  social 
honor.  The  courts  consist  of  a  judge  as 
chairman,  appointed  by  the  Reich  Ministers 
of  Labor  and  Justice,  one  plant  leader,  and 
one  worker  who  is  a  member  of  a  factory 
council.  The  latter  two  are  appointed  by  the 
judge  from  lists  prepared  by  the  Labor 
Front.  There  is  also  a  Reich  honor  court 
which  is  empowered  to  settle  appeals  from 
the  district  courts  in  important  cases.  These 
honor  courts  may  impose  fines  up  to  10,000 
gold  marks,  give  warnings  and  dismiss  plant 
leaders  who  have  proved  unworthy  to  hold 
their  jobs.  The  labor  trustees  are  required 
to  make  application  to  the  court  for  a  de¬ 
cision  regarding  violation  of  social  honor, 
and  may  put  forward  proposals  concerning 
cases  under  trial. 

The  labor  law  is  an  attempt  to  apply  the 
fundamental  principles  of  Nazi  socialism: 
establishment  of  a  classless  state  in  which 
the  welfare  of  society  must  prevail  over  in¬ 
dividual  welfare.  The  employer  is  pledged 
to  protect  the  employee  and  insure  his  well¬ 
being,  while  workers  must  be  faithful  and 
true  to  their  leaders.  Both  must  work  to¬ 
gether  for  the  good  of  people  and  state. 
“Social  honor  dominates  German  economic 
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life  ....  while  social  jurisdiction  [of  the 
honor  courts]  protects  the  men  who  work, 
both  followers  and  leaders.”22 

Relations  between  capital  and  labor  are 
primarily  regulated  by  pressure  exerted 
through  the  honor  courts.  The  labor  trus¬ 
tees,  however,  appear  to  carry  the  major 
responsibility  for  the  welfare  of  the  German 
workers,  both  because  of  their  wide  powers 
regarding  dismissals  and  wages,  and  because 
“violations  of  the  social  honor”  may  come 
before  the  courts  only  on  their  application.^^ 
The  trustees  are  appointed  by  the  govern¬ 
ment  for  one  year,  and  are  therefore  politi¬ 
cal  agents  whose  policy  is  not  only  regulated 
but  formulated  by  that  government.  Under 
the  new  law,  furthermore,  strikes  and  lock¬ 
outs  are  virtually  prohibited;  “malevolent 
incitation”  on  the  part  of  labor  is  classed  as 
a  violation  of  social  order,  for  it  endangers 
peace  in  a  factory.  Thus  the  workers  have 
lost  both  their  right  of  collective  bargaining 
and  wage  contracts,  and  their  ultimate  safe¬ 
guard  against  exploitation  —  the  right  to 
strike.^'*  Their  well-being  depends  solely  on 
the  labor  trustees,  and  the  workers  have  no 
means  of  exerting  pressure  in  defense  of 
their  rights.  Employers  are  in  theory  equal¬ 
ly  hampered  in  defending  their  interests 
against  labor ;  most  impartial  observers, 
however,  believe  that  the  power  of  the  em¬ 
ployers  has  been  actually  consolidated  by 
Nazi  suppression  of  the  trade  unions  and  the 
system  established  in  the  new  labor  law. 

BUSINESS  AND 
INDUSTRIAL  ASSOCIATIONS 

While  relations  between  capital  and  labor 
have  thus  been  basically  altered,  no  funda¬ 
mental  changes  have  been  made  in  the  struc¬ 
ture  of  business  and  industry.  A  measure 
readjusting  the  relations  of  the  various  in¬ 
dustrial  groups  to  the  state  was  promulgated 
by  the  Hitler  government  on  February  27, 
1934.”  This  law  “to  prepare  the  organic 
structure  of  German  economy”  merely  reg¬ 
ulates  the  complicated  business  associations 
which  have  always  played  an  important  role 
in  Germany  in  relations  between  business  and 
the  state.”  Under  this  law  an  attempt  was 
made  to  introduce  the  Nazi  principle  of  “lead¬ 
ership”  into  business;  the  Reich  Minister  of 

22.  Der  deutsche  Volksu'irt,  January  19,  1934. 

23.  Cf.  Thelwall,  Economic  Conditions  in  Ocrmanv,  cited, 

p.  81. 

24.  Cf.  The  Economist  (London),  January  20,  1934. 

25.  Text  In  Hoche,  Oesetzgcbung,  cited,  Vll,  p.  241  ct  seq.; 
Reichsgesetzilatt,  19Si,  I,  p.  185. 

26.  Industrial  associations  are  defined  by  the  law  as  those 
bodies  or  groups  of  associations  devoted  to  protecting  the  in¬ 
terests  of  industrialists  and  industries.  These  associations  were 
formerly  of  two  kinds:  the  so-called  employers’  organizations 
( Arbeit gehtnr  Verbiindc),  which  carried  on  negotiations  with  the 
workers’  trade  unions  regarding  wages,  hours,  working  condi¬ 
tions,  etc.,  and  the  Keich  Association  of  Industry  (Keichsver- 
band  der  dtrutschen  Industrie),  which  was  a  clearing  house  for 
commercial  information.  Its  tasks  were  undeilned.  but  it  ac¬ 
tually  functioned  as  the  political  mouthpiece  of  Industry. 


Economics  was  given  power  to  recognize  cer¬ 
tain  associations  as  the  sole  representatives 
of  their  branch  of  business,  and  to  set  up 
new  groups  as  well  as  dissolve  or  unite  exist¬ 
ing  ones.  The  Economics  Minister,  moreover, 
may  alter  the  rules  and  regulations  govern¬ 
ing  these  associations.  He  may  also  appoint 
and  dismiss  leaders  of  groups,  and  force  in¬ 
dividual  business  enterprises  or  industries  to 
join  an  association.  To  further  the  unified 
organization  of  commerce,  every  business 
concern  must  join  a  specified  group,  which 
is  now  supposed  to  be  not  only  the  sole  rep¬ 
resentative  of  its  members  but  also  the  de¬ 
fender  of  the  general  welfare.^^ 

As  a  result  of  this  law  German  business 
has  been  divided  into  twelve  groups,  each 
headed  by  a  leader.  Seven  of  these  divisions, 
comprising  practically  all  branches  of  indus- 
try,28  are  united  in  the  Reichstand  der  Indus¬ 
trie  (Reich  Industry  Estate)  which  replaced 
the  powerful  Reichsverband  der  deutschen 
Industrie  (Reich  Association  of  German  In¬ 
dustry)  shortly  after  the  National  Revolu¬ 
tion.  The  remaining  five  groups  include 
representatives  of  trades  and  handicraft 
(Handiverk) ,  commerce,  banking  and  credit, 
insurance  and  transport.  The  twelve  groups, 
moreover,  are  headed  by  one  responsible 
leader.29  This  roof  organization  of  business, 
as  it  is  sometimes  called,  has  so  far  taken 
apparently  little  or  no  constructive  action, 
although  it  is  reported  that  the  functioning 
of  private  business  as  w'ell  as  business  asso¬ 
ciations  has  been  seriously  impeded  by  its 
complicated  bureaucratic  machinery.^® 

Nazi  Measures  Concerning  Cartels 

Of  greater  significance  than  the  reorgan¬ 
ization  of  German  business  associations  is 
a  measure  altering  the  existing  cartel  legis¬ 
lation,  promulgated  on  July  15,  1933.^*  Un¬ 
der  this  law  the  Reich  Ministers  of  Econom¬ 
ics  and  Agriculture,  in  their  respective 
fields,  may  form  compulsory  cartels,  dissolve 
existing  combines  and  forbid  the  establish¬ 
ment  of  new  firms  or  the  extension  of  ex¬ 
isting  ones  in  any  branch  of  industry  where 
they  consider  such  action  necessary.  The 

27.  Hermann  and  Kitsch,  Die  Wirtscha/t  im  nationalsoziaU 
istischen  Weltbild,  cited,  p.  62  et  seq. 

28.  These  industries  include :  mining  products  of  iron  and 
metals — Krupp  von  Bohlen  and  Kalbach  (Essen),  leader:  ship¬ 
ping,  engineering,  electrotechnical,  optical  and  fine  mechanical 
— Blohm  (Hamburg),  leader;  iron,  tin.  metalwares — Hartkopf 
(Solingen),  lender:  stones,  earths,  ■wood,  building,  glass  and 
ceramics — Vogler  (Essen),  leader;  chemicals,  technical  oils  and 
fats,  paper  and  paper  converting' — Pletzsch  (Munich),  former 
leader;  leather,  textiles  and  clothing — Dierig  (Langenbielau), 
leader;  foodstuffs — Schtller  (brewery  director,  Dortmund),  lead¬ 
er.  Cf.  Pritzsche,  Aufbau  der  Wirtschaft  im  Dritten  Reich, 
cited. 

29.  Until  July  11.  1934  this  le.ader  was  Philipp  Kessler,  gen¬ 
eral  director  of  the  Bergmann  Electrical  ’Works.  He  has  now 
been  replaced  by  Count  von  der  Goltz,  his  former  deputy.  Of. 
I)cr  Zcitsgiegel,  July  22.  1934. 

30.  Cf.  The  Economist  (London),  May  19,  1934. 

31.  Text  of  the  law  in  Hoche,  Gesetzgebung,  cited.  III,  p.  426 
ct  seq.  :  ReichsgesetzbJatt,  19SS.  I,  p.  488. 
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Ministers,  moreover,  have  power  to  regulate 
the  rights  and  duties  of  cartel  members,  to 
change  contractual  relations  when  firms  are 
forced  to  join  existing  combines,  and  to  ex¬ 
ercise  general  supervision  over  and  interfer¬ 
ence  with  cartels.  Their  power  is  backed  by 
the  threat  of  unlimited  fines  in  case  of  fail¬ 
ure  to  comply  with  the  orders  issued. 

The  official  explanation  of  the  law  states 
that  it  is  in  no  way  intended  to  change  the 
existing  economic  system  or  to  introduce 
government  planned  economy.  The  necessity 
for  private  initiative  and  responsibility  is 
stressed,  but  it  is  declared  that  “for  the  gen¬ 
eral  good,”  the  state  must  have  power  to 
regulate  business  when  necessary.  The  main 
purpose  of  the  law  apparently  is  to  give  the 
government  more  influence  in  price-fixing 
and  to  control  expansion  of  industry.  Up  to 
the  end  of  March  1934  compulsory  cartels 
had  been  formed  in  thirteen  industries,*^ 
and  by  July  21,  1934  twenty  industries  had 
been  forbidden  to  expand  existing  plants  or 
start  new  enterprises.** 

Increased  Power  of  Minister  of  Economics 

The  new  cartel  law  and  the  reorganization 
of  business  associations  gives  the  Reich  Min¬ 
ister  of  Economics  great  influence  in  the 
commercial  life  of  the  country,  at  least  on 
paper.  His  power  has  been  augmented  by  a 
law  promulgated  on  July  3,  1934  which  en¬ 
ables  him  until  September  30,  1934  to  take 
any  measures  he  considers  necessary  for  im¬ 
provement  of  the  German  economic  situa¬ 
tion,*^  even  if  contrary  to  existing  laws. 
Failure  to  comply  with  his  orders  is  punish¬ 
able  by  a  prison  sentence  or  fine.**  Follow¬ 
ing  the  retirement  of  Dr.  Kurt  Schmitt  on 
leave  of  absence.  Hitler  on  August  2,  1934 
appointed  Dr.  Hjalmar  Schacht  Minister  of 
Economics  for  a  period  of  six  months.*^ 
Since  Dr.  Schacht  continues  to  hold  the  posi¬ 
tion  of  president  of  the  Reichsbank,  a  large 
portion  of  Germany’s  economic  and  financial 
power  is  concentrated  in  his  hands. 

The  German  banking  system  has  not  been 
altered  by  the  Nazis,  although  a  committee 
of  investigation  has  studied  the  question  of 
nationalizing  the  banks.  The  head  of  the 
banking  division  of  the  roof  organization  of 
business  has  expressed  himself  publicly 
against  nationalization,  adding  that  the 
banks  must  function  only  for  the  common 
welfare.*^ 


32.  Cf.  Thelwall,  Eo(momie  Conditions  in  Germani/,  cited, 
p.  87. 

.33.  Cf.  r)eut.«che  Bank  und  Disconto  Gesellschaft,  TFirf- 
schaftliche  Mitteilungen  (Berlin),  July  27,  1934. 

34.  Voclkischer  Beobachter,  July  4.  1934. 

35.  Frankfurter  Zcitung,  July  6,  1934. 

36.  Voelkiseher  Beobachter,  Au^st  4,  1934. 

37.  O.  C.  Fischer,  Das  Banku-esen  im  natiwialsoxialistischen 
Stoat  (Berlin,  Junker  und  DUnnhaupt,  1934). 


AGRICULTURE 

While  there  has  been  no  fundamental 
change  in  the  structure  of  German  industry 
and  banking,  the  Nazis  have  promulgated 
two  basic  laws  which  have  considerably  al¬ 
tered  the  agricultural  structure  of  the  Reich. 
These  are  the  Food  Estate  (ReichsrUihr- 
stand)  decree  and  the  Hereditary  Farms 
Law  (Reichserbhofgesetz).  The  so-called 
Food  Estate  or  Ndhrstand  is  a  provisional 
measure  designed  to  remove  agriculture  as 
far  as  possible  from  the  influence  of  general 
economic  fluctuations  and  give  it  a  separate, 
stable  existence. 

The  Food  Estate 

The  law  establishing  the  Ndhrstand  was 
promulgated  on  September  13,  1933,*®  and 
under  it  the  Minister  of  Agriculture  was 
given  power  to  build  up  the  organization. 
According  to  this  law  and  its  supplementary 
decrees,*^  agriculture  comprises  not  only 
farming  but  forestry,  horticulture,  fishing  and 
shooting,  viniculture  and  bee-keeping.  The 
Ndhrstand,  moreover,  includes  agricultural 
cooperatives,  wholesale  and  retail,  all  trade 
in  agricultural  produce,  and  the  industries 
using  such  products  in  their  manufacturing 
processes.  The  Minister  of  Agriculture  may 
authorize  the  Ndhrstand,  or  any  of  its  indi¬ 
vidual  groups,  to  regulate  production,  sale, 
prices  and  price-spread  of  agricultural  pro¬ 
duce  if  this  seems  advisable  in  the  interest  of 
trade  and  the  general  well-being.  In  order 
to  serve  these  ends,  the  Minister  may  also 
combine  or  amalgamate  groups  or  members 
of  the  Estate  and  other  unclertakings  and 
organizations  dealing  in  or  manufacturing 
agricultural  products.  There  are  severe  pen¬ 
alties  for  infraction  of  the  law  or  the  regula¬ 
tions  issued  under  it,  and  any  person  found 
guilty  may  be  prohibited  from  continuing  in 
business. 

The  Ndhrstand  is  an  autonomous  public 
body  with  headquarters  in  Berlin ;  it  has  re¬ 
placed  all  the  numerous  German  agricultural 
and  peasant  farmers’  organizations,  councils 
and  chambers.**®  The  first  supplementary 
decree  issued  under  the  law***  charged  the 
Ndhrstand  with  the  task  of  training  its 
members  for  active  participation  in  the  re¬ 
construction,  maintenance  and  strengthen¬ 
ing  of  the  German  nation.  Its  chief  func- 


38.  Text  of  law  in  Hoche.  Gesetzgebung,  cited,  rv,  p.  377 
cf  seq.  ;  Reirhsgesetzbiatt ,  19JJ,  I.  p.  626;  official  commentary  in 
Bcichsanzeigcr,  No.  220. 

39.  December  8,  1933,  January  16,  1934,  February  16,  1934. 
Texts  in  Hoche.  Gesetzgebung,  cited,  V,  p.  581  et  seq. ;  VI,  p. 
162,  164.  These  decrees  list  the  branches  of  trade  and  industry 
with  asrricultural  connotations  which  are  regulated  by  the 
Xdhrst  %nd. 

40.  The  leader  of  the  ydhrstand,  known  as  Reichsbaucm- 
fiihrer  (Reich  Peasant  Farmer  Leader),  is  appointed  by  the 
Chancellor  and  is  at  present  Dr.  R.  W.  Darr6,  who  is  also  Reich 
Minister  of  Agriculture. 

41.  December  8,  1933.  Text  in  Hoche,  Gesetzgebung,  cited, 
V,  p.  681  et  seq. 
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tion,  however,  is  to  insure  stable  prices  for 
the  German  farmers/^ 

Agricultural  Regulation  and  Price-Fixing 

Through  the  Nahrstand,  Nazi  Germany 
has  instituted  a  species  of  planned  economy 
for  agriculture.  Prices  of  fruit,  vegetables, 
early  potatoes  and  onions  have  been  regu¬ 
lated  by  the  government,  and  special  organi¬ 
zations  have  been  created  to  fix  the  prices 
of  milk  products,  oils  and  fats,  eggs  and 
cattle.^3  A  decree  issued  on  September  29, 
1933‘‘‘‘  empowered  the  Reich  Minister  of 
Agriculture  to  fix  minimum  prices  for  wheat 
and  rye.  On  June  27,  1934,  moreover,  the 
government,  motivated  at  least  in  part  by 
the  prolonged  drought  and  consequent  poor 
harvest,  enacted  a  grain  law,  the  purpose  of 
which  is  to  insure  the  peasants  a  fair  price 
for  their  crops  and  at  the  same  time  provide 
adequate  bread  for  the  German  people.  Un¬ 
der  this  law  the  Reich  Minister  of  Agricul¬ 
ture  is  given  power  to  require  producers  of 
domestic  rye  and  wheat,  as  well  as  coopera¬ 
tives  and  other  distributors,  to  deliver  fixed 
amounts  of  these  grains  for  food  purposes. 
He  may  also  regulate  the  quantities  which 
flour  mills  are  allowed  to  grind  in  accordance 
with  the  existing  demand  for  bread.  The 
same  regulations  may  be  applied  to  the  pro¬ 
duction,  distribution  and  manufacture  of 
feed  for  animals,  and  provision  is  made  for 
eventual  delivery  to  and  distribution  through 
government-controlled  agencies.  There  are 
severe  penalties  for  infraction  of  the  law 
which  are  necessitated,  it  is  explained,  “be¬ 
cause  the  carrying  out  of  the  law  is  of  ex¬ 
traordinary  importance  to  the  well-being  of 
the  people  and,  under  special  circumstances, 
might  even  become  a  matter  of  life  and 
death.”  It  seems  clear  from  this  statement 
that  the  general  purpose  of  Nazi  agricultural 
regulation  is  complete  national  self-suffi¬ 
ciency  in  food  in  case  of  war.^’ 

The  grain  law  empowers  the  Minister  of 
Agriculture  to  determine  not  only  the 
amount  of  cereals  which  must  be  delivered 
by  the  farmers,  but  the  prices  to  be  paid. 
Prices  will  also  be  fixed  for  dealers,  coopera¬ 
tives  and  flour  mills,  as  well  as  for  the  pro¬ 
duction  and  distribution  of  animal  fodder. 
The  Agricultural  Minister  has  power  to  reg¬ 
ulate  the  amounts  and  prices  of  bakery 
products. 

A  decree  supplementing  the  grain  law  was 
promulgated  on  July  16,  1934,  fixing  prices 
for  oats  and  barley  and  providing  a  stable 
bread  price  which  must  be  maintained  even 

42.  R.  W.  Darre.  "Aufbau  und  Wesen  des  Relchsniihrstnndes,” 
Der  dcutsche  Volkswirt,  January  19.  1934. 

43.  Cf.  Frankfurter  Zcitung,  July  4,  1934. 

44.  Hoche,  Cesetxgebung,  cited,  TV,  p.  422  et  aeq. 

45.  Cf.  Frankfurter  Zeitung,  July  1.  4,  17.  IS,  1934;  Deutsche 
Bank.  Wirtschaftliche  Mitteilungen,  July  27,  1934  ;  Voelkischer 
Beohachter,  July  2,  1934. 


if  grain  prices  are  raised.'*^  It  further  reg¬ 
ulates  the  spread  between  wholesale  and  re¬ 
tail  prices  for  the  entire  grain  market,  as 
well  as  the  use  to  be  made  of  imported  wheat. 
This  decree  reflects  the  serious  crop  shortage 
in  the  Reich  as  a  result  of  the  drought.  In 
order  to  facilitate  regulation  of  the  grain 
market,  the  decree  establishes  a  central  as¬ 
sociation  comprising  nineteen  grain  organi¬ 
zations  as  well  as  the  groups  representing 
rye  and  wheat  flour  mills.  The  chief  task  of 
the  new  association  is  regulation  of  produc¬ 
tion  and  use  of  grain  from  all  farms  larger 
than  five  hectares  (12.355  acres)  During 
the  period  between  July  16  and  October  31, 
1934,  these  farms  must  deliver  30  per  cent 
of  the  rye  and  25  per  cent  of  the  wheat  they 
market^  from  their  1933  harvest. 

Hereditary  Farms  Law 

Although  the  Nahrstand  embraces  and 
controls  all  German  agriculture,  the  Nazis 
have  apparently  made  no  move  to  break  up 
the  large  estates.  Minister  Darre,  in  a  speech 
to  small  peasant  farmers  delivered  on  May 
10,  1934,  stated  that  the  “hopelessly  un¬ 
profitable  estates  must  yield  to  a  healthy 
economic  structure.  This  means  the  refilling 
of  East  Elbia  with  German  peasants  and 
families.”**®  Up  to  the  present,  however, 
even  this  promise  has  not  been  carried  out. 

On  the  other  hand  a  measure  has  been 
promulgated  concerning  a  special  class  of 
farmers — ^the  independent  peasants.  Under 
the  terms  of  this  Hereditary  Farms  Law  of 
September  29,  1933,**9  all  estates  up  to  125 
hectares  (278.875  acres)  from  which  a  fam¬ 
ily  can  secure  a  living  are  turned  into  so- 
called  hereditary  farms.  Upon  the  owner's 
death,  such  a  farm  must  pass  undivided  to 
the  eldest  son  or,  if  there  are  no  direct  male 
heirs,  a  near  male  relative.  The  heir  is 
obliged  to  provide  educational  training  for 
his  younger  brothers  and  sisters  as  well  as 
a  living  until  they  come  of  age.  The  owner, 
who  alone  is  entitled  to  be  termed  a  peasant, 
must  be  a  German  citizen  of  Aryan  descent 
and  able  to  prove  that  none  of  his  ancestors 
since  January  1,  1800  were  Jewish  or  col¬ 
ored.  Hereditary  farms  cannot  be  sold, 
mortgaged  or  attached  for  debts.  It  is  ex¬ 
pected  that  approximately  one  million  of 
these  farms  will  be  established,  comprising 


46.  Rye  prices  have  been  raised  6  RM  per  ton  and  wheat 
prices  10  RM  per  ton.  This  Increase  is  to  be  ccinalized  by  cut- 
tinK  the  profits  of  ftr.ain  dealers,  millers,  flour  dealers  :ind 
bakers.  Cf.  Deutsche  Rank.  Wirtxehaftliche  JfitteHungen.  July 
27.  1934  ;  Voelkischer  Beohachter.  July  17.  1934. 

47.  Farms  less  than  12.355  acres  produce  no  surplus  for 
market. 

48.  The  Times  (T.ondonl.  5fay  12.  1934.  No  report  of  this 
speech  appeared  in  the  offlcial  Voelkischer  Beohachter. 

49.  Text  in  Hoche,  Oesetzgehung.  cited,  R'.  p.  382  et  seq. ; 
Bcichspe.setzhlatt,  /.9.I.I.  I.  p.  685  ;  Reichserhhofgesetz  vom  19 
Septemher  193S  nchst  Durchfiihrungsrcrordnungen  ties  Rcichs 
und  dcr  Lander  (with  a  commentary  by  Dr.  AVerner  Vosels; 
Rerlin,  Vahlen  Verlai?,  1934,  3rd  edition).  The  law  went  into 
force  on  October  1,  1933. 
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some  60  per  cent  of  the  total  arable  land  in 
the  Reich.50  The  Nazis  are  thus  endeavor¬ 
ing  to  carry  out  their  ideal  of  founding  a 
strong  class  of  independent  farmers  as  a 
“blood  reservoir”  for  the  German  people.  It 
remains  to  be  seen,  however,  whether  the 
individuals  who  lose  their  freedom  of  action 
through  these  measures  will  be  satisfied  with 
their  new  status.* ‘ 

A  further  indication  of  the  tendency  to 
tie  agricultural  workers  to  the  land  is  found 
in  the  law  regulating  the  employment  of  land 
laborers  promulgated  by  the  Reich  govern¬ 
ment  on  May  15,  1934.*2  Under  this  meas¬ 
ure,  the  president  of  the  Reich  Institute  for 
Employment  and  Unemployment  Insurance 
is  given  power,  in  certain  urban  districts 
where  there  is  a  high  percentage  of  unem¬ 
ployment,  to  prohibit  the  hiring  of  persons 
who  do  not  live  in  the  district.  This  official 
may  also  ordain  that  individuals  who  have 
worked  on  the  land  within  three  years  shall 
not  be  hired  for  other  than  agricultural 
work.  Furthermore,  “in  order  to  supply  the 
demand  for  farm  labor,”  factory  employers 
must  dismiss  persons  who  have  done  agricul¬ 
tural  work  during  the  past  three  years  if  the 
president  of  the  Unemployment  Insurance 
Institute  so  orders.  This  applies,  however, 
only  to  those  earning  less  than  3,600  marks 

GERMANY’S  E( 

The  far-reaching  changes  introduced  by 
the  Hitler  government  in  agriculture,  labor 
policy  and  business  have  been  motivated,  ac¬ 
cording  to  the  Nazis,  by  a  determination  that 
all  resources  shall  be  used  for  the  benefit  of 
the  community  as  a  whole.  The  Nazis  are 
attempting  the  double  task  of  overcoming 
the  depression  and  giving  practical  applica¬ 
tion  to  National  Socialist  ideals.  In  accor¬ 
dance  with  the  Nazi  principle  of  leadership, 
the  measures  taken  have  been  imposed  from 
above  in  quick  succession,  without  previous 
public  discussion  or  possibility  of  eventual 
change  through  direct  pressure  of  public 
opinion.  When  changes  are  made — which  is 
often — ^they  are  also  announced  suddenly, 
with  the  result  that  there  is  considerable  un¬ 
certainty  in  German  economic  life  which 
does  not  foster  the  confidence  necessary  to 
fundamental  and  lasting  economic  recovery. 

60.  Cf.  Instltut  fiir  Konjunkturforschung,  Tierteljahrahefte 
zur  Konjtinkturforschung  (hereafter  cited  as  Vierteljahrshefte), 
9th  year.  No.  I,  Part  A  (Hamburg,  Hanseatlscho  Verlagsanstalt, 
1934),  p.  26. 

51.  Cf.  The  Economist  (London),  May  26,  1934. 

52.  Text  in  Hoche,  Gesetzgebung,  cited,  VIII,  p.  226  et  seq. ; 
Eeichsgcsetzhiatt,  193!,,  I,  p.  381.  For  supplementary  decree  ap¬ 
plying  provisions  of  law  to  city  of  Berlin,  cf.  Hoche,  Gesetz¬ 
gebung,  VIII,  p.  229  ;  Jicichsanzeiger,  No.  114. 

53.  Hoche,  Gesetzgebung,  cited,  VIII,  p.  232  et  seq. ;  also 
Keichsanzeiger,  No.  114. 

54.  These  include;  mining,  iron  and  steel,  smelting  and  semi¬ 
finished  metal  goods,  building  and  allied  trades,  brick-making, 
and  building  projects  of  the  Reich  post  and  railways. 

65.  Cf.  Thelwall,  Economic  Conditions  in  Germany,  cited, 
p.  186. 


per  annum.  These  regulations  have  already 
been  put  into  effect  in  the  municipality  of 
Berlin,  including  many  of  the  outlying  sub¬ 
urbs.  A  supplementary  decree  of  May  17, 
1934**  provides  that  workers  already  em¬ 
ployed  in  a  number  of  specified  agricultural 
pursuits  or  who  have  worked  on  the  land  for 
at  least  52  weeks  during  the  previous  three 
years  may  not  be  hired  by  various  German 
industries*^  without  special  official  permis¬ 
sion.  The  same  ruling  applies  to  female 
workers  in  stated  jobs.  The  purpose  of  these 
measures,  apparently,  is  to  relieve  urban  un¬ 
employment,  but  they  effectively  limit  free¬ 
dom  of  choice  of  domicile,  especially  among 
the  poorer  classes.  They  must  also  in  time 
aggravate  the  position  of  the  younger  sons 
of  peasant  farmers  disinherited  by  the 
Hereditary  Farms  Law. 

Meanwhile,  agriculture  settlement,  one  of 
the  Nazi’s  often  proclaimed  campaign  prom¬ 
ises,  has  not  made  rapid  progress  in  the 
Third  Reich.  Between  three  and  four  thou¬ 
sand  small-holdings  were  established  in  1933, 
as  compared  with  8,877  during  1932,  the  last 
year  of  the  Republic.  Settlements  are  now 
made  only  after  careful  consideration  of  ra¬ 
cial  and  political  affiliation,  but  it  is  reported 
that  between  8  and  10  thousand  will  be  car¬ 
ried  out  during  1934.** 

^OMIC  STATUS 

Nor  has  confidence  been  promoted  by  the 
lack  of  a  well-defined  central  plan.  Up  to 
the  present  the  capitalist  system  has  been 
maintained,  although  government  control  of 
agriculture  is  practically  complete.  Indus¬ 
try,  on  the  other  hand,  remains  relatively 
untouched,  but  German  labor  law  has 
been  fundamentally  altered  by  the  Nazis. 
The  structural  changes  effected  by  the  Nazis 
have  concentrated  power  in  large  bureau¬ 
cratic  organizations,  whose  smooth  function¬ 
ing  is  essential  for  successful  application  of 
the  new  laws.  Reliable  reports  indicate, 
however,  that  there  is  little  efficiency  in  the 
organizations  set  up  under  these  measures; 
consequently  administration,  as  well  as  busi¬ 
ness,  has  been  considerably  handicapped.*^ 
The  questionable  stability  of  the  currency 
and  increasing  doubts  as  to  whether  the 
mark  can  or  should  be  maintained  artificially 
at  par  are  further  important  obstacles  to  re¬ 
covery.  Uncertainty  regarding  Nazi  eco¬ 
nomic  policies  is  aggravated  by  the  disturb¬ 
ing  political  situation,  both  internal  and  ex¬ 
ternal. 

THE  INTERNAL 
PRODUCTION  “BOOM” 

Despite  these  obstacles,  the  German  in¬ 
ternal  economic  situation  has  improved  dur- 

66.  Cf.  Veto  York  Herald  Tribune,  August  24.  1934  (article 
on  the  structure  and  functioning  of  the  Nazi  government  by  J. 
K.  Pollock). 
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ing  the  last  two  years,”  although  it  should 
be  noted  that  the  upturn  began  in  1932, 
some  months  before  the  Nazis  came  to  pow¬ 
er,  and  the  improvement  during  1933  par¬ 
alleled  world  economic  developments.  The 
domestic  upturn  has  been  chiefly  due  to  the 
large  projects  which  were  started  during  the 
summer  of  1932  and  ejrtensively  enlarged 
by  the  Nazis 5.4  billion  RM  have  already 
been  appropriated  for  this  work  creation, 
2.4  billion  of  which  had  been  spent  by  the 
end  of  May  1934.  Approximately  one  bil¬ 
lion  marks  of  this  amount  was  paid  out  dur¬ 
ing  the  first  five  months  of  1934.’’  These 
sums  have  been  secured  by  the  issue  of  medi¬ 
um-term  treasury  notes  (Arbeitsbeschaff- 
ungswechsel) ,  which  have  been  absorbed  by 
the  Reichsbank  and  the  commercial  banks. 
It  is  estimated  that  up  to  June  1934  over 
two  billion  RM  had  been  issued,  of  which  the 
Reichsbank  holds  more  than  1.2  billion  RM.'^o 
These  credits,  however,  are  a  future  charge 
on  the  Reich  which  will  make  itself  felt  es¬ 
pecially  during  the  years  from  1935  to  1938. 
The  German  public  debt  (Reichsschidd)  as 
of  March  31,  1934  totaled  RM12, 414.6  mil¬ 
lions,  a  sum  only  slightly  larger  than  the 
total  debt  of  the  previous  year.^*  This  was 
due,  however,  to  the  fact  that  a  considerable 
portion  of  the  debt  is  in  foreign  currencies, 
the  value  of  which  has  depreciated. 

UNEMPLOYMENT  DECREASE  WITHOUT 
WORK  INCOME  INCREASE 

Primarily  as  a  result  of  the  public  works 
projects,  the  number  of  registered  unem¬ 
ployed  in  Germany,  according  to  official  fig- 
ures,^2  decreased  from  more  than  6  million 
at  the  end  of  1932  to  2V^  million  in  June 
1934.  From  March  1933  to  March  1934  it 
is  reported  that  1,800,000  persons  were  re¬ 
employed  in  so-called  “regular”  jobs,  while 
some  700,000  were  taken  care  of  in  “extraor¬ 
dinary”  work — including  the  labor  service, 
emergency  and  charity  work,  and  agricul¬ 
tural  jobs.  Since  last  spring,  the  Nazis  re¬ 
port  a  decrease  in  the  number  of  extraordi¬ 
nary  workers,  while  the  number  of  regular 
employed  is  said  to  have  increased.^’ 


67.  Cf.  Vterteljahrshe/te,  cited,  9th  year.  No.  II,  Part  A, 
July  12.  1934.  p.  47. 

58.  The  public  works  projects  include  the  Papen  program  of 
1932;  the  Sofort  (urgency)  progrram  of  January  1933;  the  first 
and  second  Reinhardt  programs  of  June  and  September  1983; 
the  Reich  Railway  Company  programs  of  1932  and  1933;  the 
post  office  program  of  1932  and  1933;  and  the  motor  road  pro¬ 
gram  of  June  1933.  Cf.  Vierteljahrshefte,  cited,  9th  year. 
No.  II,  Part  A,  July  12,  1934;  Deutsche  Oesellschaft  fur  Offent- 
llche  Arbelten,  Bericht  iiber  das  Oe.ichdftsiahr  18SS  (Berlin, 
July  1934) ;  Thelwall,  Economic  Conditions  in  Oermanp,  cited, 
p.  17  et  seq. 

69.  Cf.  Vierteljahrshefte,  cited,  9th  year.  No.  II,  Part  A, 
July  12,  1934,  p.  60  et  seq. 

60.  Ibid.,  p.  67 ;  cf.  also  ibid.,  9th  year.  No.  I,  Part  A, 
April  27,  1934,  p.  12  et  seq. 

61.  Ibid.,  91h  year.  No.  II.  Part  A,  p.  72. 

62.  National  Socialist  figures  do  not  account  (or  the  large 
number  of  invisible  unemployed  nor  for  the  replacement  of 
women  in  industry  by  men.  Cf.  Maxwell  S.  Stewart,  "Para¬ 
doxes  of  World  Recovery,”  Foreign  PolUru  Reports,  August  16, 
1934. 


Despite  the  large  number  of  persons  put 
back  to  work,  the  total  work  income,  i.e.,  the 
income  of  workers,  white  collar  employees 
and  officials,  in  Germany  has  risen  only 
slightly  and  is  still  very  far  below  the  high 
point— between  11  and  12  billion  marks — 
reached  in  1929.  By  the  end  of  the  second 
quarter  of  1934  the  total  work  income  had 
risen  slightly  more  than  a  billion  marks  from 
its  lowest  point  of  6l^  billion  in  1932.^ 
Regular  wages  have  remained  relatively 
stable,^’  but  the  newly  employed  are  often 
paid  at  extremely  low  rates,  the  primary  ob¬ 
ject  of  the  government  being  to  provide  work 
for  the  unemployed.  At  the  same  time  the 
burden  of  unemployment  insurance  has  been 
correspondingly  lightened.  The  actual  earn¬ 
ings  of  the  employed  have  been  reduced  by 
compulsory  subscriptions  to  organizations  to 
which  they  must  belong  and  by  the  contribu¬ 
tions  they  are  expected  to  make  to  various 
collections, “  a  portion  of  these  sums  often 
being  deducted  from  the  individual’s  wages 
at  the  source.^^  The  cost  of  living,  on  the 
other  hand,  rose  5.5  per  cent  between  Jan¬ 
uary  and  July  1934,  while  food  costs  aver¬ 
aged  6.8  per  cent  more  during  the  first  four 
months  of  1934  than  in  1933^® — develop¬ 
ments  which  show  that  real  wages,  even  of 
the  fully  and  regularly  employed,  have  fallen 
somewhat.'55*  The  “extraordinary”  workers 
are  reported  to  receive  little  more  than  the 
former  dole. 

The  lack  of  buying  power  resulting  from 
continued  depression  in  the  income  of  the 
masses,  as  well  as  from  concentration  on  un¬ 
productive  public  works,  accounts  for  the 
fact  that  consumption  has  lagged  consider¬ 
ably  behind  production  in  the  Reich.  Large 
inventories  of  consumption  goods  have  con¬ 
sequently  been  accumulated ;  decided  im¬ 
provement  has  taken  place  in  the  textile  and 
shoe  industries,  however,  because  of  the  in¬ 
creased  demand  for  uniforms  and  boots.  The 
major  part  of  renewed  industrial  activity 
has  occurred  in  the  manufacture  of  produc¬ 
tion  goods,  most  of  which  go  to  the  state  for 
public  works  and  other  purposes.  Industrial 
production  in  the  Reich  increased  during  the 
first  five  months  of  1934  by  29  per  cent  com¬ 
pared  to  the  same  period  of  the  preceding 
year.  In  volume  of  production  Germany  has 


63.  Vierteljahrshefte,  cited.  9th  year.  No.  n.  Part  A,  p.  60. 

64.  Ibid.,  p.  63  This  rise  is  somewhat  augmented  by  the 
fact  that  prices  were  lower  in  1932  than  in  1929. 

66.  Cf.  The  Economist  (London),  March  10.  1934.  The  av- 
erage  drop  in  wages  for  the  year  1933  was  slightly  under  1  per 
cent. 

66.  These  collections  became  so  prevalent  and  caused  such 
resentment  that  the  government  felt  It  necessary  to  promulgate 
a  law  on  July  3,  1934  prohibiting  them  entirely  until  October  31, 
1934.  Cf.  Frankfurter  Zeitung,  July  4,  1934. 

67.  Cf.  Thelwall,  .Economic  Conditions  in  Oermanv,  cited, 

p.  26. 

68.  Vierteljahrshafte,  cited,  9th  year.  No.  II,  Part  B,  p.  146; 
Reto  York  Times,  August  20,  1934. 

69.  Wirtschaft  und  Statistik,  I,  July  1934,  p.  420.  Unofficial 
figures  Indicate  that  food  prices  rose  from  9  to  12  per  cent. 
Cf.  Stewart.  "Paradoxes  of  World  Recovery,”  cited. 
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now  recovered,  according  to  official  figures, 
63  per  cent  of  the  decline  during  the  depres- 
sion.’f* 

GERMAN  RE.ARMAMENT 

German  re-armament,  moreover,  accounts 
for  at  least  a  part  of  the  country’s  industrial 
activity.’'  Defense  appropriations  in  the 
1934-1935  Reich  budget  show  an  increase  of 
223.2  million  marks  over  last  year's  esti¬ 
mates,  besides  which  the  budget  of  the  Air 


Ministry,  which  is  now  separated  from  that 
of  the  Defense  Ministry  (Army  and  Navy), 
contained  an  appropriation  of  210.2  million 
marks  for  1934-1935,  as  compared  with  77 
million  for  the  previous  year.’^  It  should  be 
pointed  out  that  the  1934-1935  budget  also 
provided  a  further  item  of  250  million  marks 
for  the  Storm  Troops  and  Voluntary  Labor 
Corps,  as  well  as  190  million  marks  for  po¬ 
lice  purposes.’^ 


CONCLUSION 


The  entire  German  recovery  program  is 
jeopardized  by  the  failure  of  exports  to  keep 
pace  with  imports.’^*  Increased  production  re¬ 
sulting  from  the  work  creation  program  and 
re-armament  has  forced  large  importations 
of  raw  materials  at  a  time  when  German  ex¬ 
port  trade  is  declining  sharply  and  foreign 
exchange  reserves  are  extremely  low.  The 
resulting  unfavorable  trade  balance  has 
necessitated  imposition  of  an  extensive  con¬ 
trol  of  foreign  exchange  transactions,  sus¬ 
pension  of  almost  all  German  debt  payments 
abroad  and  regulation  of  imports.  Foreign 
raw  materials,  which  are  essential  to  Ger¬ 
man  industry,  are  being  strictly  rationed, 
and  already  reports  are  current  that  these 
measures  are  forcing  factories  to  reduce 
hours  and  discharge  workers.’^  The  outlook 
is  also  darkened  by  the  serious  crop  shortage 
in  the  Reich,  due  to  the  prolonged  drought. 

The  foreign  exchange  and  raw  materials 
crisis  has  led  to  more  extensive  state  inter¬ 
ference  in  private  business  than  the  Nazis’ 
attempts  to  apply  their  economic  theories. 
The  (Jerman  people,  furthermore,  are  being 
prepared  for  a  hard  winter  by  a  huge  propa- 

70.  Vierteljahrshefte,  cited.  9th  year.  No.  II.  Part  A.  p.  BS. 

71.  Cf.  M.  S.  Wertheimer,  "The  Foreign  Policy  of  the  Third 
Reich,"  Foreign  Policy  Reports,  March  28,  1934. 

72.  Oerman  note  to  British  Foreign  Office,  April  11,  1934. 
Text  In  New  York  Times,  April  17,  1934;  figures  of  1934-1935 
from  Reichsgesetxblatt,  19Si,  II,  March  26,  1934;  1933-1934  fig¬ 
ures  from  German  Ministry  of  Finance,  Finanxietler  UeberbUok 


ganda  campaign  designed  to  represent  hunger 
as  a  virtue,  popularize  self-sacrifice  and  in¬ 
troduce  a  Spartan  patriotism.’^  Important 
leaders  have  announced  recently  that  raw 
material  substitutes  are  being  invented  to 
replace  foreign  products.  Present  difficul¬ 
ties  as  well  as  future  hardships  are  ascribed 
solely  to  the  mistakes  of  republican  govern¬ 
ments  and  the  international  hostility  of  the 
outside  world.  Nevertheless,  the  Nazis  are 
relying  on  the  effect  which  stoppage  of  Ger¬ 
man  raw  material  purchases  may  exert 
abroad.  For  despite  the  fact  that  German 
foreign  obligations  are  in  default.  Dr. 
Schacht  apparently  expects  that  foreign  sell¬ 
ers  of  raw  materials  will  eventually  be  forced 
to  advance  credit  to  the  Reich  in  order  to 
rid  themselves  of  surplus  products. 

It  remains  to  be  seen  whether  the  docile 
Germans,  many  of  whom  suffered  similar 
privations  during  the  war  years,  will  submit 
to  the  drastic  lowering  of  their  living  stand¬ 
ards  which  this  policy  entails.  The  future  of 
Hitlerism  depends  partly  on  the  outcome  of 
an  endurance  test  between  the  German 
people  and  the  outside  world. 

fiber  den  Reichshaushaltsplan,  J9SS  (Berlin,  Reichsdruckerei, 
1933). 

73.  The  Times  (London),  March  28,  1934. 

73a.  Cf.  table  on  Oerman  Foreign  Trade  Figures. 

74.  German  commercial  and  forelgrn  debt  policies  will  be  dis¬ 
cussed  In  a  forthcoming  Issue  of  Foreign  Policy  Reports. 

75.  Neil’  York  Ti'tnos,  August  28,  1934. 


APPENDIX 


GERMAN  FOREIGN  TRADE  FIGURES* 
(in  millions  of  Reichsmarks) 


RAW  MATERIALS  & 
HALF-FINISHED 
FOODSTUFFS  GOODS 


YEAR 

Imports 

Exports 

Imports 

Exports 

1931  . 

1,970 

359 

3,472 

1,814 

1932  . 

1,527 

218 

2,412 

1,032 

1933  . 

1,082 

172 

2,420 

903 

1934  . 

Jan.-July 

593 

80 

1,627 

470 

1933  . 

Jan.-July 

636 

86 

1,412 

508 

FINISHED 

GOODS 

TOTAL 

TOTAL 

Balance 

Imports 

Exports 

IMPORTS 

EXPORTS 

+  or  — 

1,225 

7,380 

6,632 

■  9,600 

+2,967 

727 

4,489 

4,666 

5,739 

-1-1,073 

670 

3,787 

4,204 

4,871 

-f667 

425 

1,856 

2,673 

2,407 

-37 

384 

2,152 

2,448 

2,764 

-t-45 

•I'ompil.-d  from  Frankfurter  Zeitung,  and  Wirtscha/t  und  Statistik. 
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